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FINANCIAL HIGHLIGHTS 


Sales and Operating Revenues 


Income Before Extraordinary Items 


Per Common and Common Equivalent Share? 


Per Common and Common Equivalent Share? 
Net Income 


Per Common and Common Equivalent Share® 


Cash Dividends Paid: Common Stockholders 


(1) Restated for comparative purposes—See Note 1 of Notes to Financial Statements. 
(2) See Note 6 of Notes to Financial Statements. 
(3) Assuming full dilution 1969—$2.25; 1968—$1.60. 
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(dollars in thousands except amounts per share) 


1969 1968" 
$1,791,698 $1,791,759 
$ 35,131 $ 60,573 
$ 1.58 $ 276 
$ 15,900 $ (24,621) 
el aes $ (1.14) 
$ 51,031 $ 35,952 
eat $ 1.62 
$ 30,158 $ 27,790 
$ 1.50 $ 1.45 
$ 376,480 $ 327,797 
$ 617,545 $ 738,111 
$ 30.64 $ 29.68 
20,379,813 20,326,395 
| 48,607 48,450 
62,400 71,700 


J. Peter Grace, 56, president 
and director of W. R. Grace 
& Co., joined the Company 
in 1936. He assumed his 
present position in 1945. 


TO THE STOCKHOLDERS 


Three major segments of the Company's business 
—agricultural chemicals, Peruvian activities and 
Grace Line—had an adverse effect on earnings 
throughout the year. The loss created by their com- 
bined results for 1969 accounted for a major part of 
the overall decline of 42% in income before ex- 
traordinary items. The factors causing the decline 
were described in each of the three quarterly re- 
ports issued during 1969. 

For the year in comparison with 1968, agricultural 
chemical earnings were lower by 38 cents per 
share, Peruvian earnings lower by 29 cents, and 
Grace Line earnings lower by 13 cents. The Com- 
pany’s interest in Miller Brewing Company and the 
Dawbarn Division were divested in 1969 and 1968. 
These units contributed 35 cents to earnings per 
share in 1968 and 10 cents per share in 1969, a 
reduction of 25 cents per share. All these reductions 
total $1.05 per share and account for 89% of the 
decline in earnings. 

Results of several other major operating groups 
—Consumer Products, Industrial Chemicals, Spe- 
cialty Products and Converted Plastics—and of 
petroleum activities, were higher. The improvement, 
however, was more than offset by increased over- 
head and general expense, higher charges for in- 
terest, and lower earnings of the Hatco Group. 

The Company realized a net gain of $71,300,000 
before taxes, or $42,900,000 after taxes, on the sale 
of certain properties, principally Miller Brewing 
Company. Provisions for losses have been set up 
totaling $27,000,000 for the divestment of certain 
Latin American businesses, and the disposal of 
certain agricultural chemical facilities. These provi- 
sions offset a portion of the gain. The result is a net 
extraordinary gain in 1969 of $15,900,000. 

Earnings per share before extraordinary items in 
1969 were $1.58 compared with $2.76 in 1968. 
Including extraordinary items, they were $2.31 in 
1969 versus $1.62 in 1968 when a provision was 
taken for loss on the sale of Grace Line Inc. 

Steps have been taken to eliminate, or substan- 
tially reduce, the effects of shipping and Latin 
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American activities on future earnings. Grace Line 
was sold in December to Prudential Lines, Inc. The 
sale for $44,500,000 eliminated fluctuating steam- 
ship earnings and provided funds for other opera- 
tions with considerably more growth potential. 

The reduction of activities in Latin America in 
1969 included the sale of several subsidiaries and 
the Company contemplates further divestments 
there. Also during 1969, the Peruvian Government 
expropriated sugar properties belonging to certain 
subsidiaries. 

Although the immediate effects of these meas- 
ures are provisions for losses, future prospects are 
enhanced by the elimination of businesses in po- 
tentially volatile areas. Altogether the sale of Grace 
Line and the reduction in our Latin American activ- 
ities which have been finalized to date, have re- 
duced our capital employed in these two areas by 
50%. The additional divestments contemplated 
would further shrink the Company's dependence 
on these unstable businesses. 

With regard to the other problem area, agricul- 
tural chemicals, we have reduced capital invested 
in this business by shutting down certain obsolete 
fertilizer facilities. Furthermore, it appears that this 
industry may be about to turn around. Accompany- 
ing this annual report is an analysis which describes 
what has occurred in the world fertilizer industry in 
recent years and which sets forth reasons why we 
believe it should improve in the future. We ask that 
you read this study carefully. 

While the overall results of the balance of the 
Company's business did not show improvement, 
many operating units continued the growth patterns 
established early in the Sixties, and their future 
prospects remain extremely bright. 

For example, the Cryovac Division, a major sup- 
plier of packaging films and systems to the food 
industry, had an outstanding year with earnings 
improvement of 47%. The Dewey and Almy Chem- 
ical Division, a leading producer of container seal- 
ing compounds, had a record year. Earnings from 
specialty chemical operations overseas continued 
to grow. 


Sales of industrial and institutional cleaning com- 
pounds, water treatment chemicals, and medical, 
dental and hospital supplies, produced and sold 
by the Specialty Products Group, also sustained 
the growth trend started when the Group was 
formed. Consumer food products and services, par- 
ticularly those in Europe, showed good results. 

New products, such as the LETTERFLEX printing 
plate, are achieving acceptance, and demand for 
NTA chelates for use in detergents is increasing. 
The potential for this product to replace phosphates 
and thereby help reduce water pollution problems 
is extremely good. The outlook for increased use of 
catalysts produced by the Davison Chemical Divi- 
sion is also favorable, particularly as lead-free gas- 
oline is introduced to try to solve air pollution 
problems caused by automotive exhausts. 

Earnings of the Hatco Group were lower because 
of manufacturing difficulties at several vinyl-pro- 
ducing facilities, as well as the lower level of gen- 
eral business activity, which affected some of its 
merchandise-oriented activities. Its overall growth 
rate since the Group was formed, however, is ex- 
cellent, and we anticipate a resumption of the 
upward earnings trend. 

As we begin the decade of the Seventies, we 
believe the changes which have taken place during 
the past year give the Company a base on which 
to build sustained growth. The elimination of activi- 
ties with fluctuating earnings, the potential for earn- 
ings improvement in agricultural chemicals, the 
continuing development of specialty chemical busi- 
nesses, both in the United States and abroad, and 
the expansion of consumer products and services 
activities should result in reestablishing a growth 
trend for the Company. 

The interviews which follow enable our group 
executives, the operating managers of the Com- 
pany, to describe the reasons why we are optimistic 
about the future. 

Respectfully submitted, 


Pele. I 
March 5, 1970 President 
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A COMPANY FOR THE SEVENTIES 


W. R. Grace & Co. enters the Sev- 
enties as a modern international 
company growing rapidly in two 
major areas: Specialty Chemicals 
and Consumer Products and Ser- 
vices. [_] Both provide continuing 
opportunities to build proprietary 
positions based on technology, con- 
sumer franchise or market position. 
Success in these areas brings 
stable growth and better profit mar- 
gins. LJ During 1969, Grace Line was 
sold and the Company’s holdings in 
Latin America were reduced. Grace 
enters the new decade in strong 
financial condition as a result of 
these divestments and sale of the 
Company’s 53% interest in Miller 
Brewing Company for $130 million. 
J How Grace succeeds in the Sev- 
enties will depend as always on the 
quality of management... on the 


men who manage. 


W 


Clockwise from lower right: 


Allen S. Rupley, 67, 
chairman of the board, 
joined W. R. Grace & Co. 
52 years ago, and has held 
a wide range of positions, 
including executive vice 
president and chief 
financial officer. 


D. Walter Robbins, Jr., 50, 
is executive vice president 
in charge of the General 
Development Group, which 
is involved with planning, 
new investments and other 
areas of corporate 
development. He is a 
member of the group of 
key executives who serve 
on the board of directors 
under the Company's 
rotation system. 


Felix E. Larkin, 60, executive 
vice president and director, 
devotes full time to overall 
corporate activities and to 
relations with group and 
divisional executives in 
connection with the 
appraisal of management 
talents and profit 
improvement plans. He 
Joined the Company in 
1951 and is senior member 
of the Office of the Presi- 
dent. Prior to’joining the 
Company, he served as 
General Counsel of the 
Department of Defense. 


The ability to adapt to change is a prerequisite for the 
success of a company or of an individual. Grace has 
changed radically three times during my career. 

After World War |, we moved away from trading in 
commodities and raw materials and began building 
manufacturing businesses in Latin America, then the 
geographic center of our activities. 

In the early 1950's, seeing the need for a new 
corporate thrust in a domestic growth industry, we 
entered the chemical industry in the United States in 
a major way. 

Now, a third change is in progress. We have greatly 
deemphasized Latin America and have sold our major 
shipping business, Grace Line, and we are building a 
strong position in consumer products and services in 
the United States, Europe and the Far East. 

A company must keep changing with the times if it 
is to maintain growth and profitability. Allen S. Rupley 


W. R. Grace & Co. has attracted many strong individ- 
uals. They came, above all, because this, as a diversi- 
fied international company, is an active, interesting, 
challenging place. | think, too, that there are funda- 
mental values here that good people seek. Manage- 
ment has high standards of performance, which 
operating managers respect and appreciate. 

At the same time, corporate management has recog- 
nized the stifling effect of centralized decision-making 
and has succeeded in maintaining an atmosphere and 
approach more typical of smaller entrepreneurial com- 
panies than of companies of our size. These factors 
account in large measure for what | believe is real 
depth in Grace’s management. Felix E. Larkin 


The primary fields selected for the decade ahead, 
chemical specialties and consumer products and ser- 
vices, offer the promise of excellent growth. 

These are businesses in which results will depend 
on the development of proprietary positions. Success 
along these lines brings with it improved profit margins 
Together with the shift away from other less stable busi- 
nesses based in Latin America and shipping, opportu- 
nities exist to achieve a higher return on capital. 

The potential here is great. To over-simplify, with 
total invested capital of approximately $1.0 billion, an 
increase in return of just one percentage point is equal 
to $10 million. In my judgment, the businesses we de- 
velop in the Seventies should enable us to meet our 
targeted return on investment. D. Walter Robbins, Jr 
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THE CHEMICAL GROUP 


The Chemical Group, which supervises most of the 
chemical activities of W.R. Grace & Co.—the nation’s 
fifth largest producer of chemicals—is made up of four 
operating units: the Industrial Chemicals, Converted 
Plastics, Agricultural Chemicals and Technical groups. 


What will be your group's role in the “new” Grace of 
the 1970's? 


Mr. Goodall: It will be a key role, but a significantly 
changed one. Chemicals were the old trading com- 
pany's first venture into diversification 20 years ago. 
We've grown from a standing start to a billion-dollar 
business since then. During that growth period, the 
Chemical Group required a great deal of the attention 
of Grace's top corporate management. But now it has 
become a well-established, worldwide business which 
| believe can grow at about 15% a year over the fore- 
seeable future through the opportunities we have in 
hand, rather than through acquisitions or the purchase 
of new technology. This will free top management to 
apply its imagination, and more of the corporation's 
financial resources, to developing new businesses. 


What are your group's greatest strengths? 


Mr. Goodall: In the uncertain economy ahead, the broad 
diversity of Grace's chemical operations could be a 
great strength for the corporation. This group can be 
counted on to provide a predictable profit, and is also 
in a position to expand both the quality and size of the 
profit. That’s the overview. An exception to this in recent 
years has been agricultural chemicals, where poor 
weather conditions and industry overcapacity have ad- 
versely affected fertilizer use and selling prices. 

Now, if you look at each of the units within our 
Chemical Group, you can see a number of other 
strengths. We are in a number of what | call ‘forefront 
businesses.” We are, for example, a leading producer 
of petroleum cracking catalysts. We are leaders in sys- 
tems packaging for food, consumer merchandise and 
industrial products. We see tremendous opportunities 
for our clear and foamed plastics in disposable din- 
nerware for fast-feeding and institutional food services. 
We are the leading producer of chelating agents, which 
go into everything from fertilizers to pharmaceuticals. 
We're also strong in polyfibrines, used in our new 
LetterFtex printing plate process. 


Robert D. Goodall, 57, is 
the corporate executive 
vice president in charge of 
Grace’s Chemical Group. 
In 1939, he joined what is 
now the Davison Chemical 
Division as a trainee 
salesman. He has led the 
Chemical Group since 
1967, and formerly headed 
Grace's Agricultural 
Chemicals Group. He is a 
member of the group of key 
executives who serve on 
the board of directors 
under the Company’s 
rotation system. 


Carl N. Graf, 42, has been a 
corporate vice president 
and group executive of the 
Industrial Chemicals Group 
since 1967. Fluent in six 
languages, he joined 
Dewey and Almy in 1953. 
He headed the Over- 

seas Chemical Division for 
four years. 


THE INDUSTRIAL CHEMICALS GROUP 


The Industrial Chemicals Group's sales in 1969 were 
$342 million. Through eight divisions, it processes and 
markets a wide range of products, including vermiculite 
and specialties for the construction industry; petroleum 
cracking catalysts used to reduce crude oil to its vari- 
ous components; container sealing compounds; amino 
acid chelating agents; plastic separators for automotive 
batteries; supplies for the graphic arts industry; and 
specially formulated polyvinyl acetate for the adhesives 
industry. Its European and Pacific divisions produce 
and market abroad most of the domestic product lines 
and other specialty chemicals. 


Did you tee! a business slowdown in 1969? 


Mr. Graf: Yes, but only in the latter part of the year. 
This Is partly because about 45% of our sales are out- 
side the United States, and these sales ran approxi- 
mately 27% ahead of the previous year. Total sales 
were up about 14%, with the major increases coming 
from Europe and the Pacific. The group's earnings were 
up slightly, but abroad they were substantially ahead of 
1968. The primary reason that the growth in U.S. profits 
was modest in comparison to overseas gains was the 
cost of developing and introducing new petroleum cat- 
alysts. These catalysts are selling very well, but our 
plants are not yet able to produce them in the volume 
and at the cost we need. | think it will be a different 
story in 1970, We have been working hard and have 
successfully resolved the production problems which 
confronted us in 1969. 

We expect good increases in both sales and earn- 
ings for 1970. My crystal ball tells me that the U.S. 
economy is probably going to decline in the first half, 
but be much better in the second half of the year, while 
the European and Pacific economies will continue 
strong. 


How big is your overseas operation? 


Mr. Graf: We have 16 plants in Europe and approxi- 
mately 7,000 people, of which, by the way, only four 
are Americans. We have offices in every country in Eu- 
rope and plants all the way from Sweden to Spain. In 
addition to the Common Market and EFTA, we sell quite 
a bit in Eastern Europe, primarily can sealants. We have 
one wholly owned company in Japan and two joint 
ventures there. We have operations in Australia, New 
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Zealand, the Philippines, Hong Kong and Singapore. 

Besides manufacturing facilities, we have laborato- 
ries in Italy, Germany and England doing research 
work on essentially the same product lines as those 
in the United States. This may seem like a duplication 
of effort, but it isn't. Time and again our European talent 
and our American talent developed two different prod- 
ucts while researching a particular application, one 
more suitable for the U.S. market and the other par- 
ticularly adapted for the overseas market. 


Where will your group's growth be coming from -over 
the next few years? 


Mr. Graft: We will have new plants coming on stream 
both in the United States and abroad, and we are ex- 
panding many of our overseas plants. We'll add capac- 
ity for automotive products in Germany. We’re expand- 
ing our flexible packaging facilities in France and Italy. 
We are also increasing our market penetration by re- 
search that creates a product and leads to a family of 
new products. For example, we're presently building a 
$7-million plant in England. | would say that about 
a third of the sales we foresee from that plant will be 
products on which we are just now finishing research 
—products which have little sales volume at present. 


Do you get a good return from your specialty chemical 
business? 


Mr. Graf: Yes. Our customers are willing to pay for 
superior quality, dependable products and service. 
Take can sealing compounds, for example. If a sealing 
compound should fail to provide a tight seal and spoil- 
age occurs, the liability would be a hundred times more 
than what the customer is paying for that compound. 
The same is true for many other products, whether it's 
separators for car batteries or chemicals designed to 
prevent concrete from cracking during freezes and 
thaws. We can command a better price for these 
products because they are reliable and are backed up 
by service and technical assistance. What our cus- 
tomer pays doesn't make that much difference in the 
price of his product, but it can make all the difference 
in the performance of his product. 


Do you have plans to get into the bulk chemical 
business? 


Mr. Grat: No. The reason is that anyone with the money 
can buy the technology for bulk chemicals. Furthermore, 
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U.S. Shipments of Refined 
Petroleum 
(In billions of dollars) 


you have the same raw material cost levels as your 
competitor, and since you are selling essentially the 
same commodity, the only way you can get an edge is 
by cutting the price. And in bulk chemicals you usually 
can't sell on technical service. The performance, pric- 
ing and cost control of our products are the reasons 
why our group has.a high return on capital. 


What are your problem areas? 


Mr. Grat: One area of major concern is the availability 
of qualified people. We estimate we will need several 
thousand management and technical personnel in the 
next five years. This could be a problem because more 
companies are looking for the same type of people we 
want, and at the same time more college graduates are 
being attracted to government, social service and edu- 
cation. Another problem is the cost of money. With 
interest rates so high, there are fewer and fewer proj- 
ects which can be justified. 


Are your hands tied by financial controls? 


Mr. Grat; No. We believe our management will back 
really sound projects. For example, take nitrilotriacetic 
acid, commonly called NTA. This substance can sub- 
stitute for phosphates in detergents, and it improves 
their cleaning properties. NTA had been around a 
long time, but our people in the Hampshire Chemical 
Division found a way to make it purer and cheaper. 
The lower price made it a contender in the detergent- 
additives market. The big soap companies investi- 
gated NTA and agreed we had a good product, but 
they couldn't convert until we could provide NTA in 
volume. It was a chicken-and-egg situation, but we 
went ahead and built a 20-million-pound plant before 
we had significant orders. While detergent industry ac- 
ceptance of NTA didn't take off quite as fast as we had 
expected, possibly because of the interest in enzymes, 
NTA is now starting to move and is being helped by the 
demand for control of water pollution. 


What does the future look like tor NTA? 


Mr. Graf: We expect sharply rising demand this year 
and next in the United States, and we think the over- 
seas’ market also will be strong. We have added an- 
other 40 million pounds of capacity to our existing plant 
and have licensed other companies to produce NTA 
here. Overseas, we are producing NTA in Sweden and 
are planning to produce it in England. 
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THE AGRICULTURAL CHEMICALS GROUP 


The Agricultural Chemicals Group had total sales of 
$334 million, with about 65% coming from fertilizers. 
The balance represented sales of seeds, pesticides, 
animal feeds, feed supplements, and animal insemina- 
tion programs. 


Last year was a tough year for fertilizer producers. How 
did your group do? 


Mr. Blackwood: Sales and earnings were lower be- 
cause of the overcapacity situation and price cutting. 
Sales picked up late in the season, but not enough to 
make up for what was missed because of the spring 
rains. We were better off than most of the other fertilizer 
makers, however, largely because of our big Trinidad 
ammonia plant's low production costs, our worldwide 
tanker distribution system and our East Coast terminals. 


What is the outlook for improvement in the fertilizer 
business? 


Mr, Blackwood: | think there is daylight ahead of us; 
we may have seen the worst. We haven't started up yet, 
but | expect that in 1971 to 1973 there should be real- 
istic price levels. For the long run, we are optimistic 
about the business because the use of fertilizer ma- 
terials continues to grow [see enclosed study]. 


Is there a brighter side to your business? 


Mr. Blackwood: We have made some excellent invest- 
ments in the animal feed and animal insemination and 
breeding businesses. Our feed business in the Western 
and Midwestern states is supplying protein supple- 
ments to feed about 3.4 million beef cattle a year. We 
also supply nutritional services which are needed to 
maximize daily weight gain. In the seven Corn Belt 
states, where approximately 70% of all pork production 
is concentrated, we supply our customers with com- 
plete swine-feeding programs ranging from feeds for 
breeding-sows to feeds needed to bring swine to 
market. We are the biggest factor in animal insemina- 
tion in the United States, and possibly in the world. We 
started in dairy cattle insemination and have broadened 
into beef cattle and horses. We have computer services 
which assist dairymen in selecting sires for the best 
possible breeding match. The addition of European 
breeds to our herds in recent years will be important 
in future beef production. 
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George W. Blackwood, 55, 
is a corporate executive 
vice president and group 
executive of the Agricultural 
Chemicals Group. He 
formerly headed the 
Industrial Chemicals Group 
and prior to that was 
president of the Dewey and 
Almy Chemical Division, 
where he began his career 
as a sales engineer in 1937. 
He is a member of the 
group of key executives 
who serve on the board of 
directors under the 
Company's rotation system. 


Manning C. Morrill, 51, is 
the group executive in 
charge of the Converted 
Plastics Group. He worked 
for Standard Oil of Indiana 
and DuPont before joining 
Dewey and Almy in 1945. 
He became president of 
Grace’s Cryovac Division in 
1964 and moved up to head 
the Converted Plastics 
Group when it was formed 
in 1969. He was elected 
vice president in 1970. 


THE CONVERTED PLASTICS GROUP 


The Converted Plastics Group is a pioneer and leader 
in flexible packaging. The Cryovac Division provides 
complete packaging systems, including films, bags, 
pouches, machinery and services, for the packaging 
of meat, poultry and cheese by supermarkets and also 
for such consumer merchandise as toys, records, 
books, textiles and novelties. The Formed Plastics 
Division makes clear plastic and foamed plastic trays 
and reusable containers. PDC Systems Division de- 
signs and supplies flexible packaging materials and 
merchandising systems primarily for soft goods. 


Did the Converted Plastics Group have a successful 
year in 1969? 


Mr. Morrill: We did. Sales were up 20%, to $80 million, 
and profits were up even more. | estimate that sales 
will be ahead by another 20% in 1970. Our oldest divi- 
sion, Cryovac, is the major profit contributor to date. 
One of the keys to the success of Cryovac is the ability 
to sell a system to solve a customer's packaging prob- 
lems. We're not just providing the film and the bags, 
we're selling a total system to do the job and the sup- 
porting services to make sure it works. 


Will you give us some examples of your food packaging 
systems? 


Mr Morrill: What we call the Market-Reaoy Beer pro- 
gram is the fastest-growing segment of the business. 
For years, whole sides of beef have been shipped 
from the slaughterhouse to the supermarket. Our sys- 
tem says that’s ridiculous. Either at the slaughterhouse 
or in a central meat warehouse, the carcass ought to 
be cut down into smaller pieces, with most of the bone 
and most of the fat taken out. The meat shipment to the 
store then takes very little further cutting. If a super- 
market owner uses this system, he'll make money. The 
quality of the meat is more uniform and he can target 
his sales; for example, he can order filets, strips or 
other cuts ahead for weekend sales. 

We're also a leading supplier of turkey and other 
poultry bags in the country. We probably wrapped more 
turkeys than anyone else in 1969. Another big market 
for our systems, where we're also the major supplier, 
is the processing of smoked and processed meats, 
ham, bacon and lunch meats. We use special, low- 
density polyethylene bags for these products. Electron 
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Flexible Shrink Packaging Film 
Production in U.S. 
(In millions of pounds) 


beam radiation gives them great clarity and high strength 
—properties you just can't get with plain polyethylene. 


What gives you a competitive edge in this business? 


Mr. Morrill: We have the people who understand the 
technology and the mechanics of our packaging sys- 
tems, and we provide complete service. If you're a 
supermarket owner, we'll survey your meat warehouse, 
supervise installation of the line, train your people, stay 
with you when you start up, and come back to help you 
whenever you need us. We have installed systems for 
15 or 20 chains and for 20 or 30 meat packers and more 
are coming to us all the time. We have barely tapped 
this market. Probably 85% of the business is still to 
be developed. 


Your marketing approach, then, primarily stresses the 
customer's objectives ? 


Mr. Morrill: Exactly. The thing we do is to sell the cus- 
tomer a complete system. The fact that he will be buy- 
ing our product is only a part of what the system is 
going to do for him, whether it is wrapping meats, 
packaging toys or records, or wrapping books. We 
show a publisher how he can sell twice as many books 
by wrapping them in our film so he can put them in 
places other than bookstores—for example, on racks in 
supermarkets. This approach to marketing makes all 
the difference. Talk with our salesmen and they'll tell 
you just to give them a product that is at least as good 
as the other fellow’s and we'll beat him with our systems 
approach. 


What new products are you bringing out? 


Mr. Morrill: Rigid containers have exciting growth pos- 
sibilities. Our double-wall, blow-molded Airmo.to con- 
tainers are used for packing chain saws and other 
power tools, for computer disc packs, and for other 
products that need protection from shipping and han- 
dling damage. The inside of the Airmoto case is molded 
to fit the product, and the outside is dressed up for mer- 
chandising. In addition, the cases have integral hinges 
and catches. This gives you a shipping container, a 
display container and a carrying case or reusable 
container. 

Memorex is using our cases for computer disc packs. 
Black & Decker is putting tools in them. Friden and 
Pitney-Bowes put their postage meters in them so they 
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U.S. Beet and Veal 
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can be carried to the post office every few weeks to be 
reset. Typewriter cases may be next. We don’t know 
how big the market for these cases will be, but it looks 
very big. 


Describe the relationship between your operating group 
and Grace's top management. 


Mr. Morrill: They are interested in knowing what's going 
on here and they like to help, but they don’t try to 
operate the group for us. They operate a system that 
makes sense, largely concentrating on financial con- 
trols. They are particularly concerned about how capi- 
tal is used. 

They do just about what you'd like a parent company 
to do for you—provide the money with which you can 
go ahead and make progress while being reasonably 
objective about appraising how well you're using it. | 
think it’s important that they force you to do certain 
kinds of consistent planning which, if left to your own 
devices, you might be tempted to let fly under the pres- 
sures of day-to-day operations. For example, they re- 
quire a five-year plan that has enough spelled out in it 
to be really meaningful—not just a set of numbers that 
says that in five years we're going to double the sales, 
profit and return on investment. It has to be backed up 
with specifics. We have put in a lot of hard thinking to 
develop these projections. Even then, they come back 
and challenge us about some of the assumptions we 
have made. 


How much time does Peter Grace devote to the man- 
agement of the Converted Plastics Group? 


Mr. Morrill: \t's hard to estimate how much time he 
spends reviewing Converted Plastics Group data on 
his own, but I'd say there are six to seven times 
a year that Peter gets involved face-to-face with us for 
an hour or more. Some meetings last longer than 
others. One of them—the budget and profit-plan review 
—usually involves the better part of a day. And Peter is 
the primary interrogator among the people who are in- 
volved. This is a session of great depth, and he has an 
excellent understanding of our business. All of the 
meetings, of course, don't take place in New York. Peter 
moves around a lot during the course of a year. He may 
drop in on us at our Duncan, South Carolina headquar- 
ters for an anniversary or a new plant dedication. He'll 
spend two or three hours talking business with us while 
he's there. 
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THE TECHNICAL GROUP 


The Technical Group has the mission of furnishing 
scientific and engineering support to the Company as 
a whole, and to the Chemical Group in particular. It 
conducts research and development at a $15-million 
research center in Clarksville, Maryland. The Engineer- 
ing Division supervises the design and construction of 
Grace plants. The Mathematical Sciences Department 
guides Grace's operating units in the use of computers 
and mathematical models in manufacturing and mar- 
keting. The Commercial Department collects, interprets 
and disseminates information on markets and technol- 
ogy throughout the Company. 


Please describe the Technical Group’s role. 


Dr. Gibian: W.R. Grace & Co. spent $19.2 million on 
research and development activities in 1969. About 
75% was spent by operating groups to support their 
products and to expand their technology and markets. 
The other 25% was spent under the administration of 
the Technical Group at the research center. This re- 
search was aimed at supplementing divisional research 
and at developing new products outside the scope of 
divisional programs. 


What new research areas are you concentrating on 
now? 


Dr. Gibian: The Technical Group research is presently 
concentrated in five areas. The first is nuclear tech- 
nology—research toward development of fuels for naval 
and space propulsion. The second is catalysis, where 
we are working on new petroleum and industrial cata- 
lysts and on problems of air pollution from automotive 
exhaust and stack gases. The third area is graphic arts. 
In biochemical research, the fourth area, our work deals 
with the application of biochemical products, such as 
new animal feed additives; the first of these products is 
now undergoing field testing. The fifth research area is 
the fine-sized materials field. As a Company, we have 
developed a great deal of knowhow about the uses, 
composition, properties and manufacture of colloidal 
particles. We are applying this knowledge to produce 
new Space Age materials composed of ceramics and 
metals. These materials exhibit superior performance 
characteristics, such as being able to withstand higher 
temperatures, greater stress and harder impact than 
steel or other materials in use today. 
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THE SPECIALTY PRODUCTS GROUP 


The Specialty Products Group, through six divisions, 
manufactures and markets industrial and institutional 
cleaning compounds, water and waste treatment chem- 
icals, disposable medical and dental supplies, environ- 
mental sanitation products, and mail-order gifts, and 
provides medical diagnostic services. 


What kind of results did your group have in 1969? 


Mr. Hutton: Our group did very well. We ran approxi- 
mately 12% ahead on a pre-tax basis with most of our 
operations showing gains over 1968. Despite the threat 
of a general business recession in 1970, our businesses 
have tended to be recession resistant in the past, and 
the outlook for the Specialty Products Group continues 
to be encouraging. 


ls DuBois Chemicals Division the largest unit of your 
group? 


Mr. Hutton: Yes, DuBois is a leading producer of in- 
dustrial and institutional cleaning compounds. It ac- 
counts for approximately 60% of the group's busi- 
ness. About 45% of its sales are institutional—to 
hospitals, hotels, schools and restaurants. Labor costs 
as a per cent of sales are low, and since we're not 
in commodity-type chemicals, we've not been subject 
to major industry price cycles. Because this business 
is essentially a specialty chemicals business, service 
is important—the service that our 1,200 sales represen- 
tatives can provide DuBois customers. It's an industry 
that is big and growing, and there are two ways for us to 
obtain a larger share of it: increase the size of our sales 
force, and increase the productivity of the salesmen. 
And we're trying to do both. 


Why is service so important in selling soap? 


Mr. Hutton: Take dishwasher detergents, for example. 
We sell dispensers to go on institutional dishwashers 
to control soap and rinse agent usage, and we sell the 
detergents and rinsing agents to go in those dispensers. 
Now if two dishwashers in the kitchen of a large hotel 
break down at four o'clock in the morning or six o'clock 
in the evening, somebody has to be able to go over 
and get them going before the dishes stack up to the 
ceiling. This service approach is the reason why we 
can sell soap in competition with anyone when it comes 
to restaurants. 
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What’s your approach in water treatment chemicals? 


Mr. Hutton: DuBois takes the service approach in sell- 
ing water treatment chemicals, too. This business is 
very competitive—everybody in the industry wants to 
sell truckload quantities of water treatment chemicals 
to utilities and water treatment plants. But we're one 
of the few companies that has salesmen calling on 
office buildings, top to bottom. We may sell dishwash- 
ing compounds to the luncheon club on the top floor 
and then go to the building superintendent to sell water 
treatment chemicals for the boiler in the basement 
and the air-conditioning cooling tower on the roof. 
The growth of the cooling tower business over the 
past few years has been rapid. Look around and you'll 
see cooling towers on top of practically every theater, 
office building, hospital and department store. Dirt gets 
into. these towers and algae are constantly forming. If 
the water isn't conditioned chemically, the system gets 
clogged and cuts efficiency and raises operating costs. 


Is there a connection between Dearborn Chemical 
Division and DuBois? 


Mr. Hutton: Yes. Dearborn, which is a leading producer 
of water treatment chemicals for industrial boilers and 
cooling water towers, also manufactures many of the 
water treatment chemicals DuBois is selling to its more 
than 100,000 industrial and institutional accounts. Dear- 
born’s waste water treatment division is also contribut- 
ing to profit growth. Until recently, many plants were 
only treating the water going into their cooling towers 
and boilers and doing nothing to treat the water being 
dumped into rivers. 

As we all know, pollution control has become very 
important in recent years. Although most of the money 
that will be spent to clean up the streams and lakes will 
go for concrete and pipe, pumps and equipment, part 
of it will go for specialty chemicals. We're receiving 

U.S. Surgical, Medical and more and more inquiries each month from customers 
pe ee ee asking what we can do to help them clean up waste 
paoetsteh S733 water. We're tackling the problem by creating the prod- 
ucts to clean the water and developing new products 
that don't contribute to pollution. 

The public and our governmental agencies are be- 
ginning to crack down on industrial and municipal 
sources of pollution. The technology is available to 
clean up our lakes and streams; now, it's just a matter 
of time and money. 
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Will you give us a rundown on the other divisions in 
your group? 


Mr. Hutton: Several of our divisions serve the medical- 
care field, which is one of the country’s fastest growing 
industries. 

Vestal Laboratories, for example, makes germicides, 
surgical soaps, industrial cleaning compounds and 
floor care products, primarily for hospitals, nursing 
homes, clinics and schools. 

Veratex, which sells to doctors and dentists by mail 
order in all parts of the United States, has grown at a 
rapid rate over the past five years. Veratex also sells its 
disposable products directly to hospitals. The Veratex 
line includes hundreds of items, including disposable 
medical and dental gowns, disposable bedsheets and 
pillowcases, dental cotton rolls, examination table rolls, 
face masks, slippers, tray covers, headrest covers and 
hand towels. 

Another division, Solano Laboratories, located in 
Berkeley, California, operates an automated medical 
laboratory which performs sophisticated diagnostic 
testing. Solano provides fast service and accurate re- 
sults at modest fees. 

Figi’s Inc. sells cheese, candy, nuts and other gift 
items by mail. In addition to being an attractive busi- 
ness in its own right, Figi’s has an advanced computer- 
ized mailing capability. Figi’s is now handling the mail- 
ings for Veratex with excellent results. We believe its 
mailing techniques can be used by other Grace units, 
too. 


What do you do when a new product or a new field 
doesn’t live up to your expectations? 


Mr. Hutton: We get out—fast. While you have to take 
risks in business, we believe the key to success is in 
recognizing your mistakes early and not throwing good 
money after bad. We lost money in one venture devel- 
oping household products and selling them on a retail 
basis. It wasn't a bad idea. But after 18 months we 
found out why our competitors were successful and 
why we weren't going to be successful. In a matter 
of 30 days after we found out, we were out of that 
business. We took our loss, cleaned out our inventory, 
and turned our attention to other projects. A lot of 
people get into trouble by covering up one mistake 
with another because they have too much pride to 
admit they're wrong. 
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THE HATCO GROUP 


The Hatco Group's sales have grown from $14 million 
in 1963 to over $200 million in 1969. During the same 
period of time, pre-tax profits increased more than 
sixteen-fold, From its original product line of plasti- 
cizers—chemical additives to impart characteristics 
such as flexibility and temperature resistance to plastics 
—Hatco has expanded into lubricants for jet engines, 
polyester resins for marine, automotive and construc- 
tion applications, and vinyl film, sheeting and coated 
fabrics for home furnishings, sporting goods, ladies’ 
accessories and upholstery. Hatco is also committed to 
consumer goods—styling and marketing fashion ap- 
parel, specialty textiles, footwear, and desk and office 
supplies. 


What accounts for the impressive growth of the Hatco 
Group? 


Mr. Kaufman: Probably the greatest strength of Hatco 
is the tremendous amount of management talent, en- 
trepreneurial talent, that we have—people who under- 
stand how to make a dollar, how to meet a payroll. 
Now, our group has the ability to combine the talents 
of these entrepreneurs—their imagination, their re- 
sourcefulness and their real hard business sense—with 
the resources of a large corporation like Grace. In 
other words, we combine the entrepreneurship of a 
small company with the resources of a big corpora- 
tion. The results speak for themselves. 

The top management of Grace provides an environ- 
ment throughout the corporation which is conducive to 
the entrepreneurial type of business. This is why a 
group like ours can grow and succeed. If Grace were a 
company set in old ways of doing things, where a group 
like ours could not operate with great freedom and inde- 
pendence, we could not have built a profitable business 
like this in such a short period of time. 


What is your direct relationship with Grace top man- 
agement? 


Mr. Kaufman: Well, of course, Peter Grace and the rest 
of Grace's management watch over my shoulder. But 
they don't interfere in day-to-day operations. | report to 
a regular corporate meeting once a month. Along with 
the support | get from top management, | also must 
operate under certain controls, which are very good. 
Some of the corporate controls are so good, in fact, that 
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| have adopted them for our own operations. For in- 
stance, in the chemical part of my business | now have 
my sales people reporting to me in the same way that 
| report to corporate management because it is a very 
good system for spotting trends as they begin to 
develop. 


Hatco’s 1969 earnings were down from 1968's. What 
accounts for the slowdown? 


Mr. Kaufman: |n 1969, we absorbed considerable ex- 
pense associated with the expansion and relocation of 
existing facilities and the introduction of new product 
lines. Further, the downturn in the economy, especially 
in the retail sector in the second half of the year, in- 
fluenced our merchandise-oriented product lines. 

Also, we pressed ahead last year with expenditures 
and programs which we feel are vital to prepare a 
foundation for growth and increased profitability in the 
future. 


How do you choose new directions? How do you select 
new product areas? 


Mr. Kaufman: There have been two primary guidelines 
which we have followed as we have moved into new 
aréas: first, the soundest marketing. position is the one 
closest to the consumer; second, it is not important to 
be the largest factor in an industry, but rather to be the 
best in “‘niche’’ businesses—which we define as spe- 
cialized operations in which we achieved leadership 
positions. 

From our beginning position in chemicals, we moved 
into plastics through our vinyl operations and polyester 
resin manufacturing. As we made this step toward 
the consumer, we realized the potentials of businesses 
in which styling and merchandising play an important 
role; hence our move into merchandise-oriented prod- 
ucts. In each of these steps we have taken positions 
only in businesses that were well established, offered 
products of the highest quality and were competently 
managed. 

Once within a given business, we expand product 
lines as we recognize new customer needs. For exam- 
ple, the jet engine operates at temperatures which 
cause normal lubricants to decompose. The answer, as 
we saw it, was to develop synthetic lubricants that could 
withstand these rigorous operating conditions. Also, we 
are one of the originators of printed vinyls used to simu- 
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late wood grain and leather, thereby extending the 
areas in which these films could be used. In the medical 
field, we pioneered the use of vinyl for the collection 
of human blood, greatly facilitating its handling and 
storage. 


What divisions within your group do business directly 
with the consumer? 


Mr. Kaufman: We have five divisions dealing directly 
with consumers: Golding Bros., John Meyer of Norwich, 
Joshua Meier, Letisse and Pix of America. Golding has 
been in textiles for 50 years. It is one of the best-known 
companies in upholstery and mattress ticking. It styles 
quality products of extremely fine design and knows 
how to merchandise them. John Meyer is a fashion 
apparel company that sells in boutiques, suburban 
and college stores, as well as in leading department 
stores all over the country. It’s a prestige label and a 
real source of the type of business knowledge which 
keeps us right up to date on the latest fashions and 
enables us to spot developing trends and produce 
color-coordinated vinyl for handbags, boots and other 
styled accessories, for example. Joshua Meier, which 
is in the office supplies business, also has a high- 
quality product line. It is a very old company, too, and 
a leading producer of photographic albums, vinyl plas- 
tic binders and quality desk sets. Letisse deals in 
quality women’s leather handbags. Pix of America is 
a retailer of men’s and women's shoes in the states of 
Florida and Georgia. 


How have you managed to attract and hold the type 
of entrepreneurial managers that have given your 
group its drive and growth? 


Mr. Kaufman: These people are motivated by challenge 
and recognition. Really, the key is to be careful not to 
stifle their entrepreneurial spirit. The environment here 
at Grace and the direction that | think Grace is taking— 
toward the type of company that is highly conducive to 
challenge and to growth—is essential. In addition to the 
normal incentives expected and enjoyed by a success- 
ful businessman, what he likes—always did like and al- 
ways will like—is the challenge. A businessman will be 
challenged by growth. And here at Hatco | can supply 
him with the tools that perhaps he couldn't get by him- 
self. These people are not the 9-to-5 type. They live 
and breathe the business. 
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THE CONSUMER PRODUCTS GROUP 


The Consumer Products Group is responsible for the 
operation and development of consumer businesses 
in the United States, Europe and the Far East. The 
group makes snack foods here and abroad, produces 
ice cream in several countries in Europe, bottles soft 
drinks in Holland, produces a range of grocery and 
confectionery products in the United States, England, 
Belgium, France and Spain, and has restaurant and 
industrial feeding operations in France. 


What impact did the sale of your interest in Miller Brew- 
ing Company have on your group last year? 


Mr. Hanigan: Grace realized a pre-tax profit of $81 mil- 
lion on the sale, and it was undoubtedly an excellent 
move from a corporate point of view. But it has caused 
us to do a lot of regrouping of our activities to close 
some of the gap that occurred as Miller moved out. Be- 
cause of the sale, we ended the year with a group that 
had a profit-producing capability considerably less than 
it had at the beginning of the year. 


Excluding Miller Brewing, how did your group do in 
1969? 


Mr. Hanigan: Overall, results for 1969 for the group ran 
ahead of 1968. However, we have a very diversified 
group of activities and our performance was mixed. | 
think this is typical of a company dealing directly with 
the consumer which has many different kinds of 
products. By and large, our European operations were 
quite satisfactory. We had good earnings from our 
chocolate and confectionery businesses in both Eu- 
rope and the United States. We had generally satis- 
factory results in our SeaPak frozen foods operation. 
The high cost of catching and processing Alaska King 
Crab and wide-spread consumer resistance to high 
prices in retail outlets caused disappointing returns 
from other parts of our frozen foods business. In our 
domestic snack food business, sales were not particu- 
larly good in the last quarter of the year. 


What are the long-range objectives of the Consumer 
Products Group? 


Mr. Hanigan: We're trying to create in Europe a major 
thrust, or a major entity, in the consumer packaged- 
products industry and the consumer services industry. 
And | would say that we are trying to do approximately 
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the same thing in the United States, where we are also 
placing a great deal of emphasis on service businesses. 
For example, we have a new real estate service com- 
pany with offices in Los Angeles and Miami. It develops 
small- to medium-sized shopping centers and service 
operations for major corporations nationally. We locate 
the property, build the building, arrange the financing 
of the building and then sell it to an investor. All the 
tenant has to do is sign the lease. 


lt seems to be characteristic of Grace’s operating 
groups that you take a new venture and build it into a 
vehicle that can take the Company into a major new 
field. 


Mr. Hanigan: Yes, this corporation's management is 
flexible and ready to take advantage of the opportuni- 
ties that are continually presenting themselves for busi- 
ness in the future, instead of spending a lot of time 
worrying about business of the past. This gives us a 
distinct advantage in competing for and holding onto 
new management talent because we offer an environ- 
ment with excitement and broad opportunity for per- 
sonal development. 


What are your other U.S. operations? 


Mr. Hanigan: Out West we have Nalley's Fine Foods, a 
snack and specialty food company, which we hope to 
be able to expand and develop, both through new 
product introduction and geographic expansion. A lot 
of this expansion is focused on the California area, be- 
cause that’s an area of high population growth and 
it is the area where we have a relatively low percentage 
of the market. 

Last year we also introduced Nalley's in the Colorado 
market. Generally, we have strengthened our market 
position in the northwestern part of the United States. 
We're also in British Columbia. 

Through Nalley's and other divisions we are posi- 
tioning ourselves in the faster growing and more in- 
novative areas of the food business, such as frozen 
seafood. The growth of this business will continue as 
the health benefits of seafood are increasingly recog- 
nized. The whole area of convenience foods is, | think, 
going to continue to be an outstanding growth area 
in the Seventies. 


What are the most important activities of your group 
in Europe? 
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Mr. Hanigan: We are major producers of ice cream in 
Ireland, Denmark and Italy. We've had considerable 
marketing success, particularly getting people to eat 
ice cream in other than the summer months. Our 
new soft drink bottling plant in Holland is in full swing 
and we are studying ways and means of expanding our 
soft drink business to other countries. One of our larg- 
est subsidiaries, Salador, markets salad oils and house- 
hold soap products throughout France. The Jacques 
Borel restaurant business, in which we acquired an 
interest early in 1968, is one of France's largest sup- 
pliers of in-plant feeding services. The newest and 
probably the most exciting part of this European food 
business, however, is our move into expressway res- 
taurants. 


Tell us more about the expressway restaurant develop- 
ment in France. 


Mr. Hanigan: During the past year we started opening 
expressway restaurants operated under concession 
from the French government by Borel. So far, we've 
been very pleased with the results. In 1970 we plan to 
open additional restaurants and one large bridge res- 
taurant built to span both sides of a divided express- 
way. It appears as though the growth of the highway 
restaurant business in France will duplicate or surpass 
the phenomenal growth of that industry in the United 
States. Borel is a major company in this industry in 
France. We hope to participate in the restaurant service 
business in other countries. 


What's your appraisal of investment opportunity in Eu- 
rope for consumer products? 


Mr. Hanigan: The European economy is undergoing 
rather rapid transformation, moving away from the 
heavy construction and rebuilding aspects of the post- 
war years and turning toward meeting the desires of 
the consumer. Changes are occurring in Europe in 
much the way they occurred in the United States, but 
in a much more rapid fashion because of the catch-up 
factor. Basically, Europe and the United States are not 
too dissimilar in the desires of the people, their readi- 
ness to accept new ideas, their reaction to marketing 
approaches and in other ways. We're so enthusiastic 
about Europe because the areas in which we are 
operating appear to offer scope for extensive develop- 
ment and innovation and relate directly to the changing 
needs and desires of the people. 
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THE LATIN AMERICAN GROUP 


In 12 countries of Latin America, the Latin American 
Group supervises subsidiaries which manufacture 
paper and paper products, chemicals and processed 
foods and are engaged in mining and mineral trading 
and marine resources operations. 


How did the Peruvian takeover affect your group? 


Mr. Duncan: The problems in Peru not only cost us 
money, but they also completely obscured the fact that 
1969 was a record year for the rest of our operations in 
Latin America—even better than our big year of 1966. 
But nobody really noticed because of the bad news 
from Peru. There was a drought that adversely affected 
the sugar crop, and then our sugar operations were 
expropriated. These factors, however, didn’t hurt us as 
much as the poor economic conditions in Peru. Busi- 
ness confidence was at an extremely low level in 1969 
and, as a consequence, the country went into a reces- 
sion just when a major expansion of our paper facilities 
was being completed. 


Are there any problem areas besides Peru? 


Mr. Duncan: Bolivia is one. We have a good-sized min- 
ing operation there and although the government has 
stated that it will not expropriate the foreign-owned 
mines, we're undoubtedly going to have difficulties in 
1970. We have pretty much closed up shop in Chile, 
where a 75% tax rate, plus inflation, devaluation and 
political uncertainties, plus state intervention in pricing, 
plus lack of local capital make it very difficult to do 
business. 


Please tell us about your other operations. 


Mr. Duncan: |n Central America, we now have approxi- 
mately 50% of the market for packaged processed 
foods, and our earnings increased by 70% in 1969. We 
make vinyls in Mexico, Colombia, Venezuela and Brazil, 
and those businesses were ahead in 1969 and have, 
| think, a good future. There are excellent opportun- 
ities in Latin America, especially in consumer goods. 
In Brazil, we make foamed plastics and vinyls for a 
wide variety of consumer products, including uphol- 
stery, mattresses and apparel. With a population of 
over 90 million people, Brazil has significant market 
potential. Argentina, Venezuela, Mexico and Colombia 
also have potential. 
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GRACE PETROLEUM CORPORATION 


During 1969, the Raguba Field in Libya, in which Grace 
Petroleum Corporation holds a 24¥%2% interest, pro- 
duced an average of 127,850 barrels of petroleum per 
day. This slightly exceeded the operating rate of the 
previous year. Construction of a plant to process and 
compress natural gas has been completed, and deliver- 
ies of gas under contract will improve Libyan results 
this year. The Corporation also participates with others 
in domestic petroleum exploration and producing activ- 
ities in the Rocky Mountains. As of year end, 1969, 
its share of the production from this source was ap- 
proximately 2,000 barrels of crude oil and 1.2 million 
cubic feet of gas per day. 


THE NEW ENTERPRISES GROUP 


The New Enterprises Group was formed in September 
1969 to provide a vehicle for launching new ventures 
that do not fit the Company's existing operating groups. 
Grace recognizes that change is preferable to the status 
quo. The group will enter new environments, new 
industries and new businesses that offer high return on 
investment and unusual potential for profit growth. 
The first subsidiary of New Enterprises is Recreatives 
Inc., which is in the leisure-time field. Recreatives will 
begin commercial production of an all-terrain vehicle 
this month. Staffed with innovative businessmen, the 
group is investigating the fields of communications, 
pre-engineered metal structures, information technol- 
ogy, other recreation-leisure businesses and service- 
oriented activities. 


OTHER INVESTMENTS 


The Company owns 277,406 shares of convertible pre- 
ferred stock in Marine Midland Banks, Inc. and in 1969 
received dividends amounting to $1,526,000. This stock 
was originally received in 1965 on the sale of the Com- 
pany's 80% interest in Grace National Bank of New 
York. In addition, dividend income was received from 
two 50%-owned companies: Gulf & South American 
Steamship Co., Inc., jointly owned with Lykes-Youngs- 
town Corporation, and Productora de Papeles S.A., a 
joint venture with subsidiaries of International Paper 
Company. The Company's net equity in these invest- 
ments and their earnings in 1969 are discussed further 
in the Financial Review. 
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FINANCIAL REVIEW 


Sales, Sales and operating revenues in 1969 amounted 
to $1,791,698,000, as compared with $1,791,759,000 in 
the previous year. Amounts have been restated to in- 
clude the results of companies acquired in poolings of 
interests transactions. The Company's interest in Miller 
Brewing Company was sold in June, 1969. From July 1 
to December 31, 1968, Miller contributed $70,000,000 
to consolidated sales. 


Income. Income before extraordinary items amounted 
to $35,131,000 in 1969 compared with $60,573,000 in 
1968, a reduction of 42%. On a common and common 
equivalent share basis, this amounted to $1.58 vs $2.76 
in the previous year, a decrease of 42.8%. 


Extraordinary Items. Extraordinary items net of re- 
lated income taxes in 1969 resulted in a gain of $15,- 
900,000. Extraordinary gains, primarily from the sale of 
the Company's interest in Miller Brewing Company and 
other properties—net of extraordinary losses estimated 
to be incurred from the sale, disposition or abandon- 
ment of certain chemical facilities and Latin American 
businesses and from the expropriation of Peruvian 
sugar properties—increased net income per share in 
1969 to $2.31. Net income in 1968 reflected a loss re- 
sulting from a provision for the sale of Grace Line Inc. 
Extraordinary items are discussed at length in the Presi- 
dent's letter to stockholders and in Note 5 of Notes to 
Financial Statements. 


Cash Flow. Cash flow, comprised of income before 
extraordinary items, depreciation and deferred taxes, 
amounted to $97,427,000 in 1969 as compared with 
$129,920,000 in 1968. Depreciation was $63,172,000 in 
1969 compared with $67,538,000 a year earlier. 


Earnings of 50%-Owned Companies. Dividends re- 
ceived in 1969 from Productora de Papeles S.A. and 
Gulf & South American Steamship Co., Inc. were 
$1,315,000 less than the Company's equity in the earn- 
ings of these companies for the year. See Note 1 of 
Notes to Financial Statements. As of December 31, 1969 
the Company's net equity in these investments ex- 
ceeded its cost by $12,231,000. 


Foreign Exchange. |In 1969, net unrealized foreign ex- 
change losses amounted to $2,632,000 as compared 
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Charles H. Erhart, Jr., 44, is 
chief financial officer and 
an executive vice president 
of W. R. Grace & Co. He 
joined the company in 
1950. In 1955 he became 
assistant treasurer and 
head of the Corporate 
Finance Department. He 
was elected a vice 
president in charge of the 
Administrative Controls 
Division in 1963. In 1968, 
he was appointed a member 
of the Appropriations 
Committee and assumed his 
present position. He is a 
member of the group of key 
executives who serve on 
the board of directors 
under the Company's 
rotation system. 


with net unrealized foreign exchange losses in 1968 of 
$4,008,000. Most of these losses were attributable to 
Latin American operations. 


Capital Expenditures. The following table compares 
capital expenditures including those of pooled com- 
panies for 1969 and 1968. Net fixed assets of other 
companies acquired are included in the year of 
acquisition. 


1969 1968 
(in thousands) 
Chemicals* $ 56,109 $ 46,262 
Agricultural Chemicals & 

Products 23,511 21,519 
Consumer Foods & Services 21,611 32,837 
Petroleum & Extractive 

Industries 4,808 3,961 
Paper 5,270 13,151 
Steamship Operations 212 688 
Other Activities 9,125 6,035 

Total $120,646 $124.453 


*other than Agricultural Chemicals 


Cash Dividends. During 1969, quarterly dividends on 
the common stock were paid at the annual rate of $1.50 
per share. In 1968, total dividends per share aggre- 
gated $1.45. Total common stock dividends in 1969, in- 
cluding those paid by pooled companies, amounted to 
$30,158,000 compared with $27,790,000 in 1968. 


Long-term Debt. Consolidated long-term debt was re- 
duced in 1969 by $64,800,000. As of December 31, 
1968, Grace Line Inc., which was sold in 1969, had 
long-term debt of $55,400,000. 


Working Capital. Working capital increased to $376,- 
480,000 as of December 31, 1969 from $327,797,000 
at the end of 1968. The Company's current ratio at year- 
end 1969 was 2.0:1 as compared with 1.7:1 at the end 
of the prior year. 


Employment Costs. Total employment costs in 1969 
were $437,633,000 compared with $430,928,000 the 
previous year. These costs include salaries, wages, 
employee benefit and pension plan expenses and so- 
cial security contributions. 


Stockholders’ Equity. Stockholders’ equity per common 
share amounted to $30.64 at the end of 1969 compared 
with $29.68 at the beginning of the year. 
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FINANCIAL DATA BY 
PRODUCT GROUPS 


Key to Product Lines 


Chemicals—The chemical operations, 
except agricultural chemicals, of 
Chemical, Specialty Products, Hatco 
and Latin American groups. 


Agricultural Chemicals and Products 
—Products and services of Agricul- 
tural Chemicals Group. 


Consumer Foods & Services—Food 
operations of Consumer Products and 
Latin American groups; Figi’s. 


Petroleum & Extractive Industries— 
Ore & Mining Division, Latin Ameri- 
can Group; Grace Petroleum Corpo- 
ration. 


Paper—Paper Division, Latin Ameri- 
can Group; dividends from non-con- 
solidated operations. 


Steamship Operations — Grace Line 
Inc.; dividends from Gulf & South 
American Steamship Co., Inc. 


Other Activities — Hatco, Consumer 
Products and Latin American groups 
not included above; dividends from 
Marine Midland Banks, Inc. 


Sales and Revenues 
{in millions of dollars) 


Profit Contribution* 


in millions of dollars) 


*Pre-tax profit on a Grace equity basis before ex- 
traordinary items and allocation of general cor- 
porate overhead and general corporate interest. 


Profit Contribution* Net Fixed Assets 


1966 1964 1961 


Net Fixed Assets 


(in millions of dollars) 


Consolidated Statement of Income and Retained Earnings 


REVENUES 

Sales and operating revenues ...............seeeee 

Dividends: 2n0 interest ie aniss Ve:s ics wieis slain sc'bnisio eine 

Net gain on retirement of debt and disposition of 
properties and investments ...............00eeeaee 


COSTS AND EXPENSES 

Cost of goods sold and operating expenses ........... 
Selling, general and administrative expenses .......... 
Depreciation and depletion—See page 53 ............. 
Research and development expenses 
MIAN ORE TONORSG cia tetais wcain:ctcar sled aye aoe ea is alate a Rss 
U.S. and foreign taxes on income—Note 2...........+ 
Net unrealized foreign exchange losses ............... 
Income applicable to minority stockholders ............ 


Income before extraordinary items .............0e000 


Extraordinary items net of related income taxes 
of $28,379,000 (1968—$3,138,000)—Note 5 .......... 
Net income 


Retained earnings at beginning of year—Note 1........ 
Dividends paid: 
W. R. Grace & Co. 
ROROTINE aioe wins etna ten sie ere enemas aeare. 
Common ($1.50 per share in 1969; $1.45 in 1968) ... 
Pooled companies—prior to combination with 
HNO KODTBIAY las sits ine 0 sree img The Sra loins vida ene 8 sie 
Retained earnings at end of year—Note 7 ............- 


PER SHARE OF COMMON STOCK—Note 6: 

Earnings per common and common equivalent share: 
Income before extraordinary items 
ENTRORNY NAMB. |. .0 aie occ cnc ays aig sie bikie: e a's 
OR ICONIG |. 6 Fons 5 ojhoinis eoaieieloleiace'sinie Wisin Rinlaceie's 


Earnings per common share assuming full dilution: 
Income before extraordinary items ............+ pen 
Extraordinary items . 
MOD INCOME: <..i05 056d as aetna d warded imweenns 


1969 


1968* 


(In Thousands) 


$1,791,698 
17,088 


3,522 
1,812,308 


1,288,718 
327,430 
63,172 
19,197 
44,375 
26,266 
2,632 


5.387 
1,777,177 


35,131 


15,900 


— 


51,031 


386,096 


210 


*Certain figures have been restated for comparative purposes—See Note 1. 
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$1,791,759 
15,225 


7,538 
1,814,522 


1,260,426 
314,385 
67,538 
19,448 
41,822 
38,893 
4,008 
7.429 
1,753,949 
60,573 


(24,621) 
35,952 


378,831 


26,965 


W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


Consolidated Statement of Paid-in Capital 


1969 1968* 
(In Thousands) 
Balance at beginning of year—Note 1...............005 $196,894 $192,670 
Excess of par or stated value of capital stock of 
companies acquired in poolings of interests 
transactions over the par value of the Company's 
shares issued in exchange—Note 1 ............+-005 ad 1,774 
196,894 194,444 
Excess over par value of common stock issued upon: 
Exercise: of stock options: ...5.6i 660 cceeensaeseee 198 137 
Payment of incentive compensation ..............++ 1,200 2,001 
Expenditures relating to acquisition of companies in 
poolings of interests transactions ..............0008 (1,112) (364) 
Other 849 676 


Balance at end of year $198,029 $196,894 


Consolidated Statement of Source and Application of Funds 


1969 1968* 
(In Thousands) 
SOURCE 
Income before extraordinary items ..........00..e eee $ 35,131 $ 60,573 
Provision for depreciation and depletion .............. 63,172 67,538 
Provision for deferred income taxes ..............5005 (876) 1,809 


Proceeds from sales of: 
Miller Brewing Company ; 130,000 - 
Grace Line Inc. ......... * 44,500 ~ 


Nuclear Fuel Services, Inc. 12,000 — 
Dawbarn Division P - 19,500 
Disposal of other properties and equipment . 21,003 14,701 


Decrease in special funds and deposits ............... 13,096 
304,930 © 177.217 


APPLICATION 
ROASN AIMMONOR nln cleieem is ag nema means eee areare ele 31,012 28,687 
Capital vexpendcwyess so c5.< fle bee eras le'e celeld'vin's glaave o's 120,646 124,453 
Decrease in long-term debt ........... cc cece eee eee 9,415 41,468 
Miller Brewing Company: 

Income tax@S ONSANG 55... ec Seed eee yeveens es 27,116 - 

Working capital at date of sale ................2..05 24,670 - 
Working capital expropriated ...............000000ee 4,077 - 
Increase in miscellaneous investments, other assets 

ANE OOCWHD se cbiaiare iSivip tie haha bn Ries eale Se ec ae 26,764 11,288 
OSE WANBRCTONS MEE oo cciasa ore xiarepateiseca) 6-4 ord bse bah ene 12,547 (4,106) 

256.247 _201,790 

Increase (decrease) in working capital ................ $ 48,683 $ (24,573) 


*Certain figures have been restated for comparative purposes—See Note 1. 
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Consolidated Balance Sheet 


December 31, 


1969 1968* 

ASSETS (In Thousands) 
CURRENT ASSETS 
Cash, including time deposits of $39,938,000 

PT9BB—SA0, 22 DOO) ns cscs orc eres mtn my ore icin a rss $ 84,042 $ 86,273 
U.S. Government and other marketable securities, 

at cost (approximate market value) .........-...+.+ 13,609 35,833 
Notes and accounts receivable, less allowances of 

$12,849,000 (1968—$10,023,000) ...........-..-00- 308,339 300,920 
inventories—See page 53. ool.) hee ec eierareeiciee soins 347,938 345,819 
PPQDGIG GXPONGER s.gecr ais cinco a irises os cae eras A 17,836 18,518 

TOTAL CURRENT ASSETS........--..--++eeees 771,764 787,363 

SPECIAL FUNDS AND DEPOSITS ........... 000 eee eeeee =— 30,583 
OTHER ASSETS—Note 1 
Investment in Marine Midland Banks, Inc. ............. 30,515 30,515 
Investments in and advances to 50%-owned companies, 

at cost ... 8,657 20,022 
Miscellaneous investments, at cost or less, 

aNd OURCS GSCI cio s cicics nice ce es en veisa rede as senie « 70,571 65,258 
Goodwill, less amortization of $6,196,000 

(ISGB—SETF29000)) a siviate a eure sings oa sawia san ae nas 42,422 39,079 

TOTAL OTHER ASSETS.....-.-++-eeeeseee eee 152,165 154,874 

PROPERTIES AND EQUIPMENT, at cost less accumulated 

depreciation and depletion of $435,705,000 

(1968—$508,875,000)—See page 53 ..............04 617,545 738,111 


“Certain figures have been restated for comparative purposes—See Note 1. 


50 


W. R. GRACE & CO. AND SUBSIDIARY COMPANIES 


December 31, 


1969 1968* 
LIABILITIES (In Thousands) 
CURRENT LIABILITIES 
BORN NAVEING #5 -aciv oot de erukzcrelomerneie cele cate sale $ 123,513 $ 199,927 
Accounts and acceptances payable ................05 189,628 193,693 
U.S. and foreign taxes on income—Note 2 ............ 47,530 27,519 
Other current MAGUS. ai. o)./ajciwiain's'a's s:<e'etsa cs acevo Sats 34,613 38,427 
TOTAL CURRENT LIABILITIES ......---+000-005 395,284 459,566 
DEFERRED TAXES ON INCOME-Note 2 ............004. 30,213 31,975 
FOREIGN SOCIAL LAW OBLIGATIONS AND OTHER 
NON-CURRENT LIABILITIES... oc sec sce eee nae 19,929 30,612 
ese aw eca) | Tee ee Ss ern ree ic e lene aoe 4,910 8,607 
LONG-TERM DEBT—See page 55 ...........0ceeeeeees 405,928 470,700 
RESERVE FOR LOSS ON DIVESTMENTS AND 
ABANDONMENTS— Note 5 ...........0cceeeeeceece 27,000 32,000 
EQUITY OF MINORITY STOCKHOLDERS IN 
CONSOLIDATED SUBSIDIARIES .............0.s00005 __22,831 _ 62,387 
905,595 _ 1,095,847 
STOCKHOLDERS’ EQUITY 
CAPITAL STOCK— Notes 3 and 4 
PUTO GUO as vlartnsetste teewibe ons Sio'o (6 ea la.c sees, sis alan 11,355 11,768 
Common stock issued and outstanding ...............- 20,380 20,326 
PAID-IN CAPITAL, per accompanying statement ........ 198,029 196,894 
RETAINED EARNINGS, per accompanying statement— 
NWOUO NE anata a ein nicla lara bes bis gin wialbee a Aigiekwialeuia ia Sass __ 406,115 _ 386,096 
835,879 __615,084 
$1,541,474 $1,710,931 


“Certain figures have been restated for comparative purposes—See Note 1. 
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Notes to Financial Statements 


Note 1—Principles of Consolidation: 


The consolidated financial statements include the accounts 
of W. R. Grace & Co. and all majority owned and controlled 
domestic and foreign subsidiary companies. The assets and 
liabilities of the Company's foreign subsidiaries have been 
translated into United States dollars at year-end rates of ex- 
change, except that fixed assets (and related depreciation) 
have been translated at rates prevailing at dates of acquisi- 
tion. Income and expenses (other than depreciation) have 
been translated at rates prevailing during the year. 

The Company's investment in Marine Midland Banks, Inc. 
(277,406 shares of $5.50 Convertible Preferred Stock) is car- 
ried at the value established when the stock was received 
which is presently in excess of its over-the-counter market 
value. 

The Company's equity in the aggregate net earnings of its 
principal 50%-owned companies (Gulf & South American 
Steamship Co., Inc. and Productora de Papeles S.A.) for 1969 
exceeded dividends received from those companies by 
$1,315,000. The Company's equity ($20,291,000) in the net 
assets as shown by the financial statements of those com- 
panies at December 31, 1969 exceeded the cost of its invest- 
ments in the companies by $12,231,000. 

In 1969 and January 1970 the Company and its wholly 
owned subsidiary company, W. R. Grace Overseas Develop- 
ment Corporation, acquired the assets and businesses or 
stock of an edible oil company based in Europe, a shoe 
retailer and several other companies in exchange for either 
shares of the Company's common stock or the Company's 
commitment to deliver shares of its common stock. For ac- 
counting purposes these transactions have been treated as 
poolings of interests. In addition, the stock of a mattress tick- 
ing manufacturing company based in Europe was acquired 
for cash and a commitment to deliver shares of the Company's 
common stock. For accounting purposes this transaction 
has been treated as a part purchase, part pooling of interests. 
Accordingly, the Consolidated Statement of Income and Re- 
tained Earnings includes the results of operations of such 
companies for the entire year and the financial statements 
for 1968 have been restated for comparative purposes. 

An agreement has been signed for the acquisition of the 
book distributing and retail toy businesses of Parents’ Maga- 
zine Enterprises, Inc, in exchange for a maximum of approxi- 
mately 1,500,000 shares of the Company's common stock. 
The closing of this acquisition is dependent upon the satis- 
faction of certain conditions. 

During 1969 the Peruvian Government, under its Agrarian 
Reform Law, assumed control of certain subsidaries’ sugar 
lands and mills in Peru. The results of operations of these 
properties since the assumption of control by the government 
have been excluded from the Consolidated Statement of In- 
come and Retained Earnings. The net asset value of these 
properties as of the date that control was assumed has been 
charged to “Extraordinary items” in 1969 (See Note 5). A 
claim has been filed with the Peruvian Government for com- 
pensation in the form of Agrarian Reform bonds. Proceeds on 
these bonds will be recognized upon realization. 
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Note 2—U.S. and Foreign Taxes on Income: 


The United States Internal Revenue Service has not com- 
pleted examinations of the consolidated income tax returns 
of the Company and its domestic subsidiaries for 1962 an: 
subsequent years. Examinations of tax returns in foreign 
countries have in some cases not been completed for the 
most recent years. It is believed, however, that provisions 
made in 1969 and earlier years are adequate. 

Additional foreign and United States taxes might become 
payable if undistributed earnings of foreign subsidiaries were 
to be paid as dividends, but such taxes, if any, have not been 
fully provided since a substantial portion of such earnings 
has been or will be reinvested. 

Deferred income taxes are provided for the excess of de- 
preciation for tax purposes over depreciation recorded for 
financial accounting purposes and for other significant timing 
differences. In 1969, the tax effect of timing differences re- 
duced “U.S. and foreign taxes on income" charged against 
income by $876,000. In 1968, deferred taxes of $1,809,000 
were provided. The investment tax credit, which was repealed 
effective April 19, 1969, reduced the tax provision (before 
extraordinary items) by $841,000 in 1968. Additional invest- 
ment tax credits related to extraordinary gains in 1969 of 
$1,466,000 (1968—$1,854,000) have been credited to “Extra- 
ordinary items’’ (See Note 5). 


INVENTORIES December 31, 
1969 1968* 
(In Thousands) 
Raw and packaging materials ..............00se eee $ 88,433 $ 97,112 
WER: ORS a cia ass sa\ctv ase dara eie sia ok mules. ei s|eieinia’n. aide Ree 28,769 29,404 
FATRSTIOG + PIQUER aia m- ai rew as ots ia asiren bp nis Pinson y 5-2 ere. 164,072 155,165 
General merchandise, minerals, etc. < 39,712 36,647 
Stores: eric BUN PMs. scale sscseg vi eisn vinisis destain ys Nina wigs 26,952 27,491 


9 


$347,938 $3. 


Inventories are stated at the lower of cost or market. Market for raw and packaging ma- 
terials and stores and supplies is based on replacement cost and for other inventory 
classifications on net realizable value. Due to the diversified nature of the companies’ 
operations, several bases of determining costs are used, including first in-first out, aver- 
age and identified cost. 

“Restated for comparative purposes—See Note 1. 


Accumulated 
PROPERTIES AND EQUIPMENT Gross Book Depreciation Net Book 


Value And Depletion Value 
(In Thousands) 


LT ilk rete va ge ane Ae A BS ON ts tp $ 75,158 $ 3,724 $ 71,434 
Producing and undeveloped oil properties . . 8,798 2,301 6,497 
BUNGINGS 5/53 cpt euaataren na pean meee «ee 227,529 83,701 143,828 
Machinery, equipment, etc. .............. 687,806 345,979 341,827 
Projects under construction .............. 53,959 = 53,959 


$1,053,250 $435,705 $617,545 
Depreciation of properties and equipment is generally computed on the straight-line 
method over the estimated useful lives of the assets and depletion of mineral and oil 
producing properties is provided on the unit of production method. 
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Note 3—Capital Stock: 


The preferred stock ($100 par) authorized, issued and out- 
standing is listed below: 


Shares Shares 
Authorized in Outstanding 
and Issued Treasury Shares Par Value 


6% Cumulative’? 40,000 12,532 27,468 $ 2,746,800 
8% Cumulative 


Class A® 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B® 40,000 2,049 37,951 3,795,100 


$11,355,100 


() Eighty votes per share. 
(2) Eight votes per share. 


The Company's Certificate of Incorporation also authorizes 
5,000,000 shares of a Class C Preferred Stock, without par 
value, none of which was issued or outstanding at Decem- 
ber 31, 1969. 

The holders of common stock are entitled to receive divi- 
dends, when and as declared by the Board of Directors, after 
prior and current year dividends on the 6% Cumulative and 
8% Cumulative Class A preferred stocks and current year 
dividends on the 8% Noncumulative Class B preferred stock 
have been paid or accrued. Upon liquidation, after the pay- 
ment of the par value of the preferred stocks and the divi- 
dends referred to above, the remaining net assets of the 
Company are to be distributed prorata to the holders of com- 
mon stock. 

The authorized common stock of the Company is 30,000,- 
000 shares ($1 par). Changes in the common stock during 
the year are summarized below: 


Common Stock Issued and Outstanding: 


Shares 
Balance, December 31, 1968 ................ 19,867,096 
Exchange of common stock in poolings 
of interests transactions—see Note 1 ........ 459,299 
20,326,395 
Common stock issued upon: 
Exercise of stock options ................. 6,101 
Payment of incentive compensation . 2 31,235 
Other transactions ............. as 16,082 


Balance, December 31, 1969 ................ 20,379,813 


Of the unissued common stock, 3,361,148 shares have 
been reserved for conversion of various convertible obliga- 
tions, granting of stock options and stock awards and for 
possible issuance as provided for in acquisition agreements. 
The agreements for twelve acquisitions provide for payments 
in stock in the years 1970 through 1975, the amounts to be 
determined in accordance with prescribed formulas. Based 
upon these formulas it is estimated that at December 31, 1969 
the Company is committed to make payments of approxi- 
mately 1,435,595 shares of its common stock. 

Under the Stock Incentive Plan, awards of the Company's 
common stock in payment of earned but unpaid incentive 
compensation may be granted to key employees. 
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Note 4—Stock Options: 


At the beginning of 1969, options were outstanding for the 
purchase of 605,396 shares of common stock and 390,572 
shares were available for granting of additional options and 
stock awards. During 1969, options for 399,250* shares were 
granted at prices which were not less than 100% of market 
on the respective dates of grant (average price—$29.68). 
During the year, options for 6,101 shares were exercised at 
an average option price of $33.45 and options for 421,505 
shares terminated or were cancelled. At the end of the year, 
options were outstanding for 577,040 shares at prices ranging 
from $27.63 to $60.31 per share or an average of $34.94, op- 
tions for 82,583 shares were exercisable and 364,969 shares 
were available for granting of additional options and stock 
awards. In addition 97,942 shares were available to cover 
options which may be assumed or granted in lieu of existing 
options granted by companies which may be acquired. 


*In connection with the grant of options in 1969 for 196,645 shares 
(average price—$29.38), previously granted qualified or restricted 
options for 263,416 shares (average price—$47.54) were surrend- 
ered and cancelled. Such options for 196,645 shares, together with 
other 1969 grants for 132,255 shares (average price—$29.59) are 
not qualified or restricted options under the Internal Revenue Code. 


Note 5—Extraordinary Items: 


During the year, the Company disposed of a number of its 
investments in subsidiary companies and production facilities 
and established provisions for losses expected to be sus- 
tained on future divestments and abandonments. These trans- 


LONG-TERM DEBT 


W. R. GRACE & CO. 


Promissory notes ..... 
Subordinate debentures(2) . 
Sundry indebtedness .. 


SUBSIDIARY COMPANIES 
W. R. Grace Overseas 


Interest Years of Due Within Due After 
Rates Maturity One Year (1) One Year 


(In Thousands) 


Development Corporation(3) 


Debentures ........ 


Debentures(2) . 
Promissory note . 


PON Vaan ie Fanasnan 


Federation Chemicals 


Limited(4) ......... 


Other Subsidiaries 


enable Sto5%% 1970-91 $ 6,019 $210,483 
4% 1976-90 - 76,369 

aaeinine 4to5 1970-95 4,430 25,459 
10,449 312,311 

orto 5% 1970-80 725 18,000 
5 1976-86 - 15,000 

7.21 1976-78 - 10,929 

nest eer - §,212 
EAPOEND 1970-77 17,599 
26,877 

$405,928 


(1) Included in current liabilities under loans payable. 

(2) Convertible into one share of the common stock of W. R. Grace & Co. for each $65 principal amount. 

(3) Guaranteed by W. R. Grace & Co. 

(4) The Company has agreed to purchase, at a set price, all of the ammonia produced by Federation in 
excess of its requirements and under certain conditions to advance cash to Federation to meet pay- 
ments required under its subordinated note agreements. 
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actions, and the expropriation referred to in Note 1, resulted 
in extraordinary gains and losses as set forth below: 


Gross Tax Effect Net 
(in thousands) 
Net gain on sale, divestment and 
expropriation of interests in: 
Miller Brewing Company .. $81,069 $27,116 $53,953 


Nuclear Fuel Services, Inc. 3,475 495 2,980 
Certain Dawbarn Division 
properties ............. 4,923 1,408 3,515 


Certain Latin American 
and other businesses ... (18,188) 1,407 (19,595) 

Investment tax and other 
credits—See Note 2 ...... = (2,047) _ 2,047 
71,279 _ 28,379 


less: 
Provisions for losses upon: 
Divestment of certain 
significant Latin American 
businesses* . . 
Abandonment of certain 
chemical facilities** .... _ 14,000 (4,000) _ 10,000 
27,000 - 27,000 


$44,279 $28,379 $15,900 


13,000 4,000 17,000 


* Certain operations and businesses in Latin America which are 
not compatible with the Company's long range objectives, including 
a number of chemical, paper and food businesses, are planned to 
be divested. While negotiations for the sale of the businesses 
are currently in progress, the completion of their divestment may 
be extended over a period of several years during which the Com- 
pany will continue to include the results of their operations in the 
Consolidated Statement of Income and Retained Earnings. Manage- 
ment presently estimates that the loss from such divestments will be 
approximately $17,000,000. 

** Due to the decline in profitability of the agricultural chemical 
business, caused primarily by industry overcapacity, production has 
been discontinued, or will in the near future be discontinued, at 
certain obsolete plants in the United States and in the Caribbean 
area, The loss expected to be sustained in connection with the dis- 
posal of these and certain other smaller chemical properties is 
$10,000,000. 


“Extraordinary items" in 1968 included a provision of $32,- 
000,000 for the loss expected to be sustained upon the sale 
of the capital stock of Grace Line Inc. This transaction, which 
was consummated in December 1969, resulted in a loss of 
$31,189,000. The excess of the amount provided in 1968 
over this loss has been included in 1969 in ‘Net gain on sale, 
divestment and expropriation of interests."" 


Note 6—Earnings Per Share: 


Earnings per common and common equivalent share were 
computed on the basis of the weighted average number of 
shares of common stock outstanding during the respective 
years after giving retroactive effect to shares issued and ex- 
pected to be issued for businesses accounted for on a pool- 
ing of interest basis and after deducting dividends paid on 
preferred stocks. Common equivalent shares in 1969 and 1968 
were 1,436,000 and 1,261,000, respectively. 

Earnings per common share assuming full dilution were 
computed based on the following assumptions: (1) stock op- 
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tions outstanding were exercised at the beginning of the year 
(with applicable proceeds used to purchase treasury stock), 
(2) the various convertible obligations were converted at the 
beginning of the year (with applicable reduction in interest 
expense, net of tax) and (3) contingent shares were issued 
in connection with acquired businesses. 


Note 7—Retained Earnings: 


Retained earnings include $22,176,000 (1968—$26,168,- 
000) set aside by foreign subsidiaries, principally as required 
by statute, and approximately $53,700,000 (1968—$36,400,- 
000) which has been transferred to capital stock accounts 
on the books of subsidiary companies. 

Parent company unappropriated retained earnings at De- 
cember 31, 1969 amounted to $280,711,000 (1968—$203, - 
205,000). Of these retained earnings, $46,000,000 were free 
of the restriction on payment of cash dividends imposed by 
the terms of the most restrictive of the Company's loan 
agreements. 


Note 8—Commitments and Contingent Liabilities: 


There are various funded and unfunded domestic and for- 
eign pension plans presently in effect, some of which involve 
plans under union administration or prevailing foreign social 
laws. Pension obligations are generally provided by current 
funding, accruals or contributions to union administered 
plans. Consolidated pension expenses of $11,734,000 (1968— 
$14,446,000) includes, as to certain of the plans, amortization 
of prior service costs generally over ten to thirty year periods. 
Also included is $5,975,000 (1968—$6,217,000) contributed 
to various multi-employer union administered plans. 

There are various lawsuits, claims, commitments and con- 
tingent liabilities, including contingencies arising in connec- 
tion with agreements for the sale of the Company's interests 
in former subsidiaries, but they are not expected to have any 
material adverse effect on the consolidated financial position 
or results of operations. 


OPINION OF INDEPENDENT ACCOUNTANTS 
PRICE WATERHOUSE & CO. 60 Broad Street, New York 10004 


To the Stockholders and Board of Directors of W. R. Grace & Co. 


In our opinion, the accompanying consolidated balance sheet, the related consoli- 
dated statements of income and retained earnings and paid-in capital and the consoli- 
dated statement of source and application of funds present fairly the financial position 
of W. R. Grace & Co. and its consolidated subsidiary companies at December 31, 1969, 
the results of their operations and the supplementary information on funds for the year, 
in conformity with generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. Our examination of these statements was made 
in accordance with generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances. 


March 5, 1970 Dei dai OO: 
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TEN-YEAR FINANCIAL SUMMARY“ 
(All dollar amounts in thousands except amount per share) 


1969 1968 1967 
Earnings Statistics. 
Sales and operating revenues ............ sees. $1,791,698 $1,791,759 $1,621,360 
Income before depreciation and taxes .......... 124,569 167,004 150,206 
Depreciation and depletion 63,172 67,538 62,910 
U. S. and foreign taxes on income ............- 26,266 38,893 35,196 
Income before extraordinary items ............- 35,131 60,573 52,100 
EUONIEY MIENG me an cic ie pis ca nae semis sparen 15,900 (24,621) 3,996 
Net income A 51,031 35,952 56,096 
Cash dividends on common stock‘ 30,158 27,790 27,222 
Balance Sheet Statistics 
Working cORDiAl is: = costes eieetace wn ena sias bse $ 376,480 $ 327,797 $ 342,906 
Properties and equipment—gross ............+. 1,053,250 1,246,986 1,169,835 
Properties and equipment—net .............+.5 617,545 738,111 707,370 
Gapital @xpendnures’ 2 oo. cc. sacc ccc thecensent 120,646 124,453 121,669 
Long-term debt 405,928 470,700 511,724 
Minority interest 22,331 62,387 53,699 
Stockholders’ equity—preferred stock ........... 11,355 11,768 12,331 
Stockholders’ equity—common stock ........... 624,524 603,316 579,061 
Per Common Share“*’ 
Earnings per common and common 
equivalent share: 

Income before extraordinary items $ 1.58 $ 2.76 $ 2.59 

Extraordinary WOM e apse. o nis Sian stages aces 73 (1.14) .20 

Net INCOME 2.660550 0s ci cee ss easeeesenes 2.31 1.62 2.79 
Earnings per common share assuming 

full dilution: 

Income before extraordinary items ......... 1.56 2.66 2.50 

Net MCome \....5: ac 25 sek tae ue wisiasacclns os 2.25 1.60 2.69 
Cash dividends on common stock® ............+ 1.50 1.45 1.38 
BOOK MANIA) v:accrntalcccs bipiae oii ene arts dd saeibm ram 30.64 29.68 29.24 
Other Statistics 
Cash HOW ie csierasaiclets sate te is ola aw aR aenintee neaat $97,427 $129,920 $117,855 
Number of common stockholders ............++ 48,607 48,450 48,051 
Number of employes) <5... <0... 2c ese ek canes 62,400 71,700 68,300 


(1) Includes data with respect to companies acquired in poolings of interests transactions for the year in 
which such transactions occurred and the preceding year. On the basis of including the operations of 
pooled companies prior to 1968, results for the years 1965 through 1967 would have been as follows: 


Per Share of Common Stock Per Share of Common Stock 
Income Including Including 

Sales and Before Common Assuming Common Assuming 

Operating Extraordinary Equivalent Full Equivalent Full 

Revenues Items Share Dilution Net Income Share Dilution 
1965 $1,233,365 $53,543 $2.52 $2.42 $63,900 $3.02 $2.88 
1966 1,439,709 65,832 3.06 2.93 76,751 3,57 3.41 
1967 1,674,776 54,293 2.47 2.40 58,289 2.65 2.57 
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1966 


$1,349,319 
137,324 
52,033 
25,009 
60,282 
10,919 
71,201 
21,909 


$ 295,125 
1,073,935 
658,300 
150,577 
448,653 
49,437 
12,331 
546,798 


1965 


$1,097,377 
116,490 
43,901 
24,007 
48,582 
10,357 
58,939 
19,646 


$ 250,889 
892,537 
553,905 
154,784 
388,911 

20,613 
12,336 
463,374 


1964 


$876,201 
104,348 
37,542 
24,066 
42,740 
3,160 
45,900 
16,647 


$188,841 
710,403 
428,066 
100,503 
261,978 
19,201 
12,346 
391,141 


1963 


$699,587 
84,533 
30,404 
20,640 
33,489 
33,489 
13,794 


$157,368 
589,392 
347,789 
74,073 
226,228 
15,175 
12,608 
338,199 


1962 


$591,532 
72,901 
31,500 
18,784 
22,617 
22,617 
9,261 


$146,908 
598,933 
340,928 
61,552 
233,944 
36,841 
12,608 
288,236 


1961 


$534,699 
61,108 
29,218 
13,060 
18,830 
18,830 
7,779 


$136,093 
512,923 
297,104 
55,923 
203,485 
30,234 
12,608 
254,444 


1960 


$552,871 
54,281 
28,201 
9,860 
16,220 
16,220 
7,580 


$133,052 
475,107 
275,332 
51,520 
194,501 
28,947 
12,608 
240,253 


3.15 2.66 2.64 2.20 1.77 1.57 1.37 
3.71 3.22 2.84 2.20 1.77 1.57 1.37 
1.28 1.18 1.08 96 84 5 74 
29.99 27.04 25.27 23.43 24,88 24.13 23.21 
$116,385 $94,959 $83,438 $65,813 $57,545 $49,156 $44,502 
46,478 45,053 41,790 40,142 30,919 27,814 31,306 
66,600 57,600 53,900 48,200 45,900 39,500 40,600 


(2) The aggregate amount of cash dividends on common stock includes the dividends paid by pooled 


companies while the per share amount represents the rate paid by the Company only. 


(3) Per share figures have been adjusted to reflect two-for-one stock split in 1962 and 2% stock divi- 


dends paid on common stock each year from 1961 through 1964. Income per share is computed after 
deducting dividends paid on preferred stocks 


(4) Cash flow consists of income before extraordinary items plus provisions for depreciation and depletion 


and deferred income taxes. 
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W. R. GRACE & CO. 


Board of Directors 


Allen S. Rupley, Chairman of the Board 
George W. Blackwood, Executive Vice President 
O. C. Carmichael, Jr., Chairman, Associates Investment Company 
George P. Gardner, Jr., Genera/ Partner, Paine, Webber, Jackson & Curtis 
Thomas G. Gibian, Vice President 
Robert D. Goodall, Executive Vice President 
J. Peter Grace, President 
John C. Griswold, Genera/ Partner, Eastman Dillon, 
Union Securities & Co. 
Thomas E. Hanigan, Jr., Executive Vice President 
Paul F. Hellmuth, Senior Managing Partner, Hale and Dorr 
J. Mark Hiebert, Chairman of the Board, Sterling Drug, Inc. 
Edward L. Hutton, Executive Vice President 
Axel A. Johnson, Chief Executive Officer, Axel Johnson Group 
Alex Kaufman, Executive Vice President 
Felix E. Larkin, Executive Vice President 
George J. Leness, Formerly Chairman, Merrill Lynch, 
Pierce, Fenner & Smith Inc. 
Harold R. Logan, Executive Vice President 
Frank E. Mackle, Jr., President, The Deltona Corporation 
Lawrence J. McKay, Senior member, Cahill, Gordon, 
Sonnett, Reindel & Ohi 
Charles W. Miller, Professor of Business Administration, 
Marquette University 
Roger Milliken, President, Deering, Milliken, Inc. 
George S. Moore, Chairman of the Board, First National City Bank 
John H, Phipps, Vice President, Bessemer Securities, Inc. 
Michael G. Phipps, Vice President, Bessemer Securities, Inc. 
William Wood Prince, President, F. H. Prince & Co., Inc. 
John A, Puelicher, President, Marshall & lisley Bank 
Eben W. Pyne, Senior Vice President, First National City Bank 


Officers 
J. Peter Grace, President 
Executive Vice Presidents 


Felix E. Larkin 

George W. Blackwood 
Alexander T. Daignault 
John C. Duncan 
Charles H. Erhart, Jr. 
Robert D. Goodail 
Thomas E. Hanigan, Jr. 
Edward L. Hutton 

Alex Kaufman 

Harold R. Logan 

D. Walter Robbins, Jr. 


Vice Presidents 


D. A. Coape-Arnold 
Robert M. Coquillette 
Thomas G, Gibian 
Cari N. Graf 
Donald E. Grimm 
Warren H. Heller 
Leonard Kamsky 
John F. Kelsey 
Kenneth A. Lawder 
Manning C. Morrill 
Philip C. Walsh 


Leo A. Larkin, Vice President, 
General Counsel & Secretary 


Richard L. Bowditch, Jr., Treasurer 
A. E. Bollengier, Controller 
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Transfer Agents 


Marine Midland Grace 
Trust Company of New York 
140 Broadway 

New York, New York 10015 


Continental lilinois 
National Bank and 

Trust Company of Chicago 
231 South LaSalle Street 
Chicago, Iilinois 60690 


Registrars 


Chemical Bank 
20 Pine Street 
New York, New York 10015 


The First National Bank 
of Chicago 

38 South Dearborn Street 
Chicago, Illinois 60690 


Executive Offices 


7 Hanover Square 
New York, New York 10005 


Stock Exchange Listings 


New York 
Midwest 
Amsterdam 
Edinburgh 
Frankfurt 
Hamburg 
London 
Paris 


Annual Meeting 


The annual meeting 

of stockholders of 

W. R. Grace & Co. will 

be held at 11 A.M. 

Pacific Daylight Saving 
Time on Friday, May 8, 
1970 at the Century Plaza 
Hotel, Avenue of the Stars, 
Los Angeles, California. 
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